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P re face

T h is  paper le  a p ro d u c t o f  In v e s t ig a t io n s  made 
by the  I n s t i t u t e  o f  N a t io n a l Economy o f  the  H ungarian  Aca
demy o f  S c ie nce s . I t e  to p ic  became a c tu a l by the  fa c t  th a t 
Independent I n i t i a t i v e  by le a d e rs  and w orkers  o f  e n te r -  
p r is e s  and lo c a l  a u th o r i t ie s  was f e l t  to  be h in de red  more 
end more in  theee la s t  years  in  Hungary by o v e r - c e n t r a l i 
s a t io n  o f  d i r e c t io n  and by the  bureaucracy by w h ich  i t  
was accom panied.

The f i r s t  s te p  to  be ta ken  f o r  th ie  in v e s t ig a 
t io n  was d e s c r ip t io n  and a n a ly s is  o f  g iv e n  methods o f  eco
nomic management. One fe e ls  induced to  th in k  th is  c o u ld  be 
found in  dozens o f  books b u t th is  is  n o t s o . There are  o f  
course  books d e s c r ib in g  methods used in  Hungary fo r  leadk^ 
the  n a t io n a l economy, f o r  p la n n in g , th e  system  o f  wages 
and p r ic e s  e t c .  But a l l  theee have a common fe a tu re *  they 
do n o t t e l l  how th is  economic mechanism r e a l ly  doee work 
b u t how i t  would work i f  i t  were as the  a u th o rs  w ish  i t  to 
b e . These booke make tEe im p re ss io n  on the  rea de rs  as 
though  in  t h is  p lanned economy the  most p e r fe c t  harmony 
r u le d ,  as though  in  th ie  m achinery a l l  gears f i t t e d  most 
sm oo th ly  in to  each o th e r .  J u s t th e re fo re  i t  mennt a new 
ta s k  w h ich  t i l l  now had n o t been c a r r ie d  o u t in  H ungarian 
economic l i t e r a t u r e ,  to  g iv e  a co h e re n t d e s c r ip t io n  o f  how 
the  economic mechanism doee work in  r e a l i t y .

N a tu r a l ly ,  t h is  paper co u ld  s o lv e  bu t a p a r t  o f  
th is  p ro b le m . I t  doee n o t t r y  to  g iv e  a f u l l  p e rs p e c tiv e  
o f  a l l  advantages and d isadvan tages o f  a c tu a l methods fo r  
economic d i r e c t io n ,  i t  has no in te n t io n  to  s e t the balance 
o f  r e s u lt s  and m is ta k e s . Th is in v e s t ig a t io n  ee t d e l ib e ra 
te ly  the  purpose to  show c o n tra d ic t io n s  and in s u f f le  le  noise 
o f  th e  econom ic mechanism In  v ig o u r  t i l l  now.

T h is  paper in v e s t ig a te s  i t s  problem s ta g ln g  i t s  
examples from  the  l i g h t  in d u s t r y .  B u t many o f  the  phenomena 
d e s c rib e d  here may be found in  o th e r  f ie ld s  a ls o  and 
c o n s id e re d  as more o r le s s  g e n e ra l.

I .  THE SYSTEM OF PRECEPTS
1 . E n te rp r is e  P lans

In  th e  l i g h t  in d u s t r y ,  y e a r ly  p lans  o f  e n te r p r i 
ses have been p repa red  c e n t r a l ly  by the  I n d u s t r ia l  D epart
ments o f  the  M in is t r y .  Y e a rly  p lane  o f  the  e n te rp r is e s  had 
b u t s l i g h t  fo u n d a tio n  by d e ta i le d  c a lc u la t io n s  o f  needs. 
The manager, c h ie f  e n g in e e r and the  c h ie f  o f  the  p la n n in g  
departm ent had a lm ost no share in  the  p re p a ra t io n  o f  h is  
own e n te rp r is e  p la n .



The y e a r ly  p la n  has no r e a l  re p u ta t io n  w ith  the 
e n te rp r ie e e , owing to  fo l lo w in g  c irc u m s ta n c e s :

-  There are no s e rio u s  m a te r ia l consequences to  
the  f u l f i lm e n t  o f  the  y e a r ly  p la n .

-  The y e a r ly  p la n  says very l i t t l e  to  the e n te r 
p r is e  i i t  ia  eo g e n e ra l th a t  the  e n te rp r is e  
cannot p repa re  i t s e l f  on th is  base fo r  i t s  
ta s k s .

-  In  co n n e c tio n  w ith  the  y e a r ly  p la n , the e n te r
p r is e s  suppose from  the  very f i r s t  th a t  the 
t o t a l  o f  the  fo u r  q u a r te r ly  p lane w i l l  anyway 
d i f f e r  from  the  y e a r ly  p la n .

C o n tra ry  to  y e a r ly  p la n s , the  q u a r te r ly  p la n  is  
r e a l l y  co ns ide red  ae a base to  e n te rp r is e  a c t i v i t y ,  
s t ro n g ly  connected to  the  fa c t  th a t  the  bonus o f  economic 
lea de rs  depends o f  i t s  f u l f i lm e n t .  B u t s im i la r  to  the 
y e a r ly  p la n , i t  is  a ls o  f u l l y  p repa red  by the  I n d u s t r ia l  
Departm ent o f  th e  M in is t r y ,  in c lu d in g  e m a lle e t d e ta i ls .
A l l  t h is  means th a t  some fundam enta l fu n c t io n s  o f  e n te r 
p r is e  management are e x e rc is e d  p r a c t ic a l ly  by the  In d u s t r i 
a l  Departm ent o f  the  M in ie t r y .  A c tu a l ly ,  the  I n d u s t r ia l  
Departm ent re p re se n te  the  economic u n i t ,  and independence 
o f  the  e n te rp r is e s  is  more o r lees  i l lu s o r y .

2 . P lan  In d ic e s
The m in is t r y  p re s c r ib e s  the  tasks  f o r  the enter-» 

p r is e  by means o f  d i f f e r e n t  economic in d icé e  / e . g . ,  gross 
p ro d u c tio n , f i r s t  c o e ts , q u a l i t y  e t c . / .  These in d ic e s  must 
be looked  upon ae com pulsory p re c e p te .

The q u e s tio n  a r is e s !  do the  p la n  in d ic e s  re p re 
se n t t r u l y  the w i l l  o f  c e n t r a l  economic organs? Do they 
lead  the  e n te rp r is e  w ith o u t e q u iv o c ity  to  what the  superior 
a u th o r i ty  r e a l ly  w ishes?

From th is  p o in t  o f  v ie w , th e  paper makes a survey 
o f  the  d i f f e r e n t  in d ic é e . I n  t h is  summary, th e re  shou ld  be 
m entioned b u t th re e  o f  them.

The f i r s t  ie  the  index o f  p ro d u c tio n  v a lu e .This 
index p re s c r ib e s  the  gross amount o f  p ro d u c ts  to  be manufic- 
tu re d  by the  e n te rp r is e ,  measured in  F o r in ts .  Th is  index 
e n ta i ls  s im u lta n e o u s ly  p o s it iv e  and n e g a tiv e , sound and ad
verse  e f f e c t s .  The p o e it iv e  e f f e c t :  when e u p e r io r  a u th o r
i t i e s  ra is e  from  tim e to  tim e the  p la n  o f  p ro d u c t io n  va lue 
they no doubt lead  the  e n te rp r is e  to  increaee  the  amount 
o f  goods produced by i t  and so , in d i r e c t ly ,  to  increase  
p r o d u c t iv i t y  and to  make b e t te r  use o f  e x ie t in g  c a p a c itie s . 
A t the  same tim e  the n e g a tiv e  o f fe c t  appears th a t  the  en
te r p r is e  t r i e s  to  inc rea se  p ro d u c tio n  va lue a ls o  by d i f f e 
r e n t  " t r i c k s "  / e . g . ,  la y in g  g re a te r  emphasis on p ro d u c tio n  
o f  goods need ing  more m a te r ia l ,  th a t  is  to  e a y ty i e ld in g  
g re a te r  F o r in t  v a lu e s , maybe p ro d u c in g  e x p l i c i t l y  unneces
sary  g o o d s /. The paper makes a d e ta i le d  a n a ly e ls  o f  how 
th is  m igh t happen.
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A nother im p o rta n t problem  ie  poeed in  connection 
w ith  in d ic é e  show ing q u a l i t y  o f  p ro d u c ts . These in d ic e s  
ahow bu t one e id e  o f  q u a l i t y ,  c o n s id e r in g  o n ly  some 
p ro p e r t ie s  o f  the  goods in s te a d  o f  o v e r a l l  c o n s id e ra tio n s . 
So i t  may happen th a t  q u a l i t y  o f  goods in  r e a l i t y  grows 
worse and " q u a l i t y  in d ic e s "  n e v e rth e le s s  in d ic a te  an im
p rovem ent, o r v ic e  v e rs a . Th is f a u l t  ie  a l l  the  more s e r i
ous s in ce  meanwhile many e lem ents o f  the economic mecha
n ism  lea d  to  a d e te r io r a t io n  o f  q u a l i t y .

S e rious  d i f f o u l t i e s  emerge a ls o  in  co n n e c tio n  
w ith  f i r s t  ooe t in d ic e s .  These are looked upon by many 
people  as the  most complex index numbers o f  e n te rp r is e  
a c t i v i t y .  T h is , however, is  an e x a g g e ra tio n . I t  must be 
s a id  th a t  th is  index ie  e s s e n t ia l ly  in d i f f e r e n t  to  the  
tre n d  o f  p ro d u c t s a le s \ i t e  m agnitude does n o t depend on 
how the  p ro d u c t meets re q u ire m e n ts  o f  the  custom ers. 
Besides i t s  p o s i t iv e  e f f e c t ,  the  in c e n t iv e  to  save, i t  has 
a d e f in i t e  n e g a tiv e  e f f e c t ,  to o .  That meane th a t  f i r s t  
c o s t may be low ered  a ls o  by d e te r io r a t io n  o f  q u a l i t y , o r  ly 
r e s t r i c t i o n  o f  the  a s s o rtm e n t. E n te rp r is e s  make use o f  
these p o s s ib i l i t i e s  more th an  once. Thie ie  the  more d a r^ -  
roue s in ce  the  whole a c tu a l system  o f  p la n  in d ic e s  and 
bonus leads th e  e n te rp r is e s  to  n e g le c t these ta s k s .

I t  ie  im p o ss ib le  to  p la n  f i r s t  c o s t in d ic e s  w ith  
a b s o lu te  p re c is io n  even f o r  a q u a r te r .  The paper proves 
th is  by s e v e ra l ta b le s .  N e v e rth e le s s , bonus o f  econom ica l 
lea de rs  depends on f u l f i lm e n t  o f  these in d ic e s  to  the 
te n th  p a r t  o f  p e rc e n ts .

3. O ther p re cep ts  r e g u la t in g  p ro d u c tio n
The s u p e r io r  economic organs g iv e  the  enterprises 

com pulsory p re cep ts  n o t o n ly  by the  p la n  in d ic e s .  There 
are  many o th e r  k in d s  o f  p re c e p ts , decrees and r e s t r ic t io n s  
w h ich  in f lu e n c e  in te r p r is e  a c t i v i t y .  A l l  these c u r t a i l  
s e r io u s ly  the  independent m an a g e ria l r ig h t s .

I I .  THE INCENTIVES OF ECONOMIC MANAGEMENT,
The paper n e x t in v e s tig a te s »  what prompts the 

economic le a d e rs  to  execute  the  d i f f e r e n t  p recep te  and 
p lans?

1 . The economic in c e n t iv e s
E arn ings  o f  economic lea de rs  o f  e n te rp r is e s  have 

e e v e ra l components. Above the  b a s ic  s a la ry  determ ined in a  
f ix e d  sum, they g e t a re c u r re n t q u a r te r ly  bonus, d ep en d ii^  
on the  fu l fü n e n t  o f  c e r ta in  p la n  in d ic e s .  In  the  l i g h t  in 
d u s tr y ,  t h is  re c u r re n t  bonus corresponds to  2o-3o per cent 
o f  the  b a s ic  s a la r y .  The lea de rs  e s ta b l is h  t h e i r  way o f  
l i v i n g  by ta k in g  the bonus f o r  g ra n te d , ju s t  th e re fo re  i t  
has an e x tra o rd in a ry  s tro n g  in c e n t iv e  e f f e c t .

A f te r  t h ie ,  the  paper d iecusses in  d e ta i l  the 
bonus system  o f  H ungarian  l i g h t  in d u s t ry ,  then  i t
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emphasizes eome o f  i t s  g e n e ra l c h a r a c te r is t ic s  s
-  The bonus system  ie m o d if ie d  in c e s s a n tly  

e in ce  y e a rs . T h is  arouses in c e r ta in ty  and lessens i t e  
in c e n t iv e  e f f e c t .

-  Independence o f  the  e n te rp r is e  and the  manager 
is  p r a c t ic a l l y  very l im i te d  co n c e rn in g  the  bonus.

-  S ubo rd ina te  employees g e t t h e i r  bonus very 
o f te n  on the  b a s ie o f  fa c to rs  to  w h ich  t h e i r  work ie  abso
lu t e ly  in e f f e c t iv e .

The bontus system  m o b iliz e s  a t  the  p re se n t tim e  
above a l l  to  the  f u l f i lm e n t  o f  two p la n  in d ic e s ,  i . e .  the 
ta rg e ts  o f  p ro d u c t io n  va lue  and f i r s t  c o s t c u t t i n g , bee ide 
these  i t  g ive s  a s tro n g  in c e n t iv e  to  keep the  wage fund 
w i th in  the  s e t l i m i t s .  J u s t th e re fo re  these are the  "do
m in a n t” index numbers in  the  whole system  o f  p la n  precepts.

A f te r  t h i s ,  the  paper c o n s id e rs  the  im portance 
o f  the  d i f f e r e n t  e x tra o rd in a ry  awards, then  tu rn s  to  the 
system  o f  f ix e d  b a s ic  s a la r ie s .  T h is  system  has the ree  
p r in c ip a l  l n s u f f i c ie n c le s  s

a .  /  D if fe re n c e  between s a la r ie s  f o r  b ig g e r , 
h ig h ly  re s p o n s ib le  and .s im p le r , in f e r io r  jobs  ie  too  l ig h t.  
Thue, the  le a d in g  te c h n ic a l  and a d m in is t r a t iv e  s t a f f  do 
n o t see b e fo re  them enough o u tlo o k  to  c o n s id e ra b le  pecunjar 
r i s e .  And y e t  the  tre n d  upwards, th e  p e rs p e c tiv e  o f  
" c a re e r ” in  the  sound sense o f  the  w ord, the  g ra d u a l p rog
ress  on s o c ia l  s c a le  and, a lto g e th e r ,  the  constan t and 
c o n s id e ra b le  inc rease  in  b a s ic  s a la ry  -  these are Immense 
and ir re p la c e a b le  p e c u n ia r and m ora l in c e n t iv e s  in  the  l i fe  
o f  peop le  and e s p e c ia l ly  in  th a t  o f  te c h n ic a l  i n t e l l ig e n t 
s ia  and em ployees.

b .  /  b a s ic  s a la ry  system  does n o t ca re  f o r  the  
p e r io d  o f  p ro fe s s io n a l p ra c t ic e  and the  s e rv ic e  y e a rs .

c .  /  There are ve ry  narrow  l im i t s  f o r  s a la r ie s  o f 
men w o rk in g  on id e n t ic a l  jo b s .

Work o f  te c h n ic ia n s  is  an e x t r a o r d in a r i ly  complex, 
m anyslded, and in t r i c a t e  m en ta l w o rk , e s p e c ia l ly  w ith  those 
h av ing  been e n tru s te d  w ith  some le a d in g  fu n c t io n .  Most o f  
them have jobe w h ich  are n o t a p p re c ia b le  by two or th re e  
in d ic e s  b u t o n ly  by a more manysided and complex m ethod. 
The a c tu a l system * however, where the le v e ls  o f  b as ic  
s a la r ie s  are to o  near each o th e r  and bonus depends r ig id ly  
on the  f u l f i lm e n t  o f  two o r th e re e  p la n  in d ic e s  ie unable 
to  p ro v id e  such a complex e v a lu a t io n .  Thus, e a rn in g s  o f  
te c h n ic ia n s  o r le a d in g  employees grow , to  a c e r ta in  extent, 
Independent o f  t h e i r  own p e rfo rm ance . Beside h ie  good or 
bad w ork , e a rn in g s  o f  the  te c h n ic ie n  depend on o th e r 
fa c to r s ;  w hether he happened to  g e t "by lu c k "  an e a s y - tc -  
f u l f i l  p la n  f ig u r e ,  w hether he can, by some t r ic k s , ,  add 
2-3  per ce n t to  the  c o r r e c t ly  ga ined  r é s u l t é ,  w he ther he is 
ready to  n e g le c t the  in te re s ts  o f  n a t io n a l economy in  the  
in te r e s t  o f  h is  bonus, e tc .
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The paper analyeee fu r t h e r  the probléma o f  collec
t iv e  awards to  the  e n te rp r is e  and punishm ents i n f l i c t e d  cn 
the  e n te rp r is e  / f o r f e i t s , e t c . / ,  then  i t  d iscusses the  
s o -c a lle d  "Manager Fund" and "P la n t Development Fund", 
These are funds a t the  d is p o s a l o f  the  e n te rp r is e  o r ,  more 
e x a c t ly  o f  the  manager i f  c e r ta in  p re re q u is ite s  are m et. 
These two funds have a s p e c ia l s ig n if ic a n c e  s ince  in  the 
whole a c tu a l system  o f  m a te r ia l in te r e s t  on ly  theee are 
connected w i th  e n te rp r is e  e a rn in g s  and r e n t a b i l i t y .

The paper r a is e s  some problems in  co n n e c tio n  
w ith  these two in d e n tiv e e s

-  The manager o f  the  e n te rp r is e  and the  o th e r 
le a d in g  employees have no d ir e c t  in te r e s t  in  in c re a s in g  
theee two funds as they have no p e re o n a l in te r e s t  in  in 
c re a s in g  e n te rp r is e  e a rn in g s .

-  There is  b u t a ve ry  s l i g h t  sum w h ich  may be 
used from  the  Manager Fund f o r  p e re o n a l awards and so mlgrt 
connect im m ed ia te ly  p e re o n a l and e n te rp r is e  in te r e s t  a ls o  
w ith  s u b o rd in a te  em ployees.

-  The two funds a lre a d y  ensure th a t  g ro w th ,te c h 
n ic a l  deve lopm ent, s o c ia l  and c u l t u r a l  p o s s ib i l i t i e s  o f  
the  e n te rp r is e  depend -  a t  le a s t  to  a s m a ll e x te n t -  on its 
own r e e u l t s ,  and n o t e x c lu s iv e ly  on d e c is io n s  o f  s u p e r io r  
a u th o r i t ie s  o r e v e n tu la l ly  c e n t r a l ly  g ra n te d  ln v e e t i t io n s . 
Th is c o n n e c tio n  between re e u lts  and developm ent o f  the  
e n te rp r is e  is ,  however, s t i l l  ve ry  e l i g h t .

-  The eye torn o f  the  two funds is  ex trem e ly
i n t r i c a t e .

-  The hand o f  the  manager is  co m p le te ly  t ie d  up 
as fo r  u s in g  the  funds e n tru s te d  to  h is  "independen t d is 
p o s a l"  .

-  C h ie f  source o f  b o th  funds ie  a t  the  tim e beiig  
the  n e t p r o f i t  o f  the  e n te rp r is e  o r ,  more p re c is e ly ,  the  
exceee p r o f i t  over the  p lanned f ig u r e .  Yet the  p la n n in g  o f  
p r o f i t s  -  as d a ta  g iv e n  in  the , paper show -  ie  ve ry  e n re -  
l ia b le  and th e re fo re  leads to  r e c u r re n t  unp leaean t surprises.

2 . M o r a l - p o l i t ic a l  in c e n t iv e s
Econom ica l le a d e rs  and te c h n ic a l s t a f f  o f  

e n te rp r is e s  are n o t le d  by m a te r ia l in te r e s t  a lo n e . O the r 
fa o to re  w h ich  may be summarized as " m o r a l - p o l i t ic a l  
in c e n t iv e s "  have a ls o  an im p o rta n t p a r t  in  econom ica l l i f e .  
To theee be long  the  consciousness o f  econom ica l le a d e rs , 
the  in c e n t iv e  e f fe c t  o f  w e ll-d o n e  w ork | the c o n t r o l l in g  
power o f  s o c ia l  and p o l i t i c a l  o rg a n is a t io n s ! the power o f  
p u b l ic i t y  and p u b lic  o p in io n i p u b lic  p ra is e ,  a w a rd s ,e tc .

The e f fe c t  o f  theee fa c to rs  ie  o fte n  overestimated. 
T h is  e f f e c t  has r e a l ly  i t s  l i m i t s .  So fo r  in s ta n ce  p o l i 
t i c a l  propaganda ie  unable  to  c o u n te ra c t w ith  f u l l  eucceee 
such h a rm fu l e f fe c ts  as are n e c e s s a r ily  caused by the methods 
o f  econom ica l management and p e cu n ia r in c e n t iv e s  d iecueeed 
in  the  p a p e r.
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3. The p a r t  p layed  by s ta te  c o n t r o l  and punishments
To the  in c e n t iv e  fa c to rs  f o r  economic leade rs  

b e lon g  the  c o m p e llin g  power o f  the  la w , the  d i f f e r e n t  
pun ishm en ts , the  consciousness th a t  those g u i l t s  o f  
n e g lig e n ce  w i l l  be he ld  re s p o n s ib le .

In  a system  where the  p a r t  p layed  by the s ta te  
in  economy ie  e x t r a o r d in a r i ly  in c re a s e d , i t  comes necessarily 
to  a g re a te r  e x te n t to  p u n ie hmente, le g a l  impeachments o r 
-  as i t  is  c a lle d  in  Hungary -  to  the  use o f  "a d m in is tra 
t iv e  m ethode". The q u e e tio n  emerges: how g re a t shou ld  be 
the  r a te  o f  useng a d m in is t ra t iv e  methods?

I t  1s w e ll-kn o w n  th a t ,  a f t e r  1949, in  the public 
l i f e  o f  t h is  c o u n try  ty ra n n ic  " le a d in g "  methods became 
g e n e ra l and in  many spheres p e rsu a s io n  tu rn e d  in to  fo rce fu l 
m ethode. Thie wae, among o th e re , accompanied by the fa c t  
th a t  in  those  yeare a d m in is t ra t iv e  measures began to  p»va il 
more and more a ls o  in  the  econom ica l l i f e .  The paper i l 
lu s t r a te s  th ie  by numerous exam plee.

There is  a ve ry  c lo s e  co n n e c tio n  between áEciency 
o f  m a te r ia l  in te r e s t  /a n d , bes ide  i t ,  m o r a l - p o l i t ic a l  incen
t i v e s / ,  on the  one hand, and the  use o f  a d m in is t ra t iv e  
means, on the  o th e r  hand. The lees  a system  r e l ie s  on the 
m a te r ia l in te r e e t ,  and the  le s s  i t  can coun t on the f e r 
vour o f  the  p e o p le , the  more i t  ie  in  need o f  u s in g  
c o m p e llin g  m easures.

I I I .  Some f r u i t f u l  and h a rm fu l tre n d s  caused by 
p la n  p recep te  and in c e n t iv e s

P lan  index  numbers in tro d u c e d  in  the  fo re g o in g  
c h a p te rs , p re ce p ts  and in c e n t iv e s  have many and e x t ra 
o r d in a r i ly  i n t r i c a t e  e f fe c ts  on e n te rp r is e  a c t i v i t y .  As a 
r e s u l t  o f  a l l  these a f fe c te ,  d e f in i t e  economic processes 
and tre n d s  make t h e i r  appearance. The paper examines some 
such t r e n d s .

1 . The v ig o ro u s  lncreaee  in  the q u a n t ity  o f
p ro d u c tio n .

The eyetem o f  p recep te  and in c e n t iv e s  to g e th e r  
e x e r ts  a ve ry  s to n g  e f f e c t  to  Increase  the  q u a n t ity  o f  
p ro d u c t io n . Thie e f f e c t  has been the  most v ig o ro u s  in  the 
p as t years  and -  n o tw ith s ta n d in g  i t s  d o u b tle ss  one-eidedneas- 
b ro u g h t r e a l  r e e u l t s .

2 . The fa ls e  " p r i o r i t y "  o f  taeks
How does the  p la n n in g  and in c e n t iv e  system 

m o b ilis e  to  f u l f i l  the  d i f f e r e n t  re q u ire m e n ts  o f  economy? 
The most im p o rta n t s ix  req u irem en ts  ares to  produce

-  a t  the lo w e s t c o s t ,
-  w i th  the  lo w e s t f ix e d  and c i r c u la t in g  fu n d s ,
-  in  the  b es t q u a l i t y ,
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-  as many p roducta  as p o s s ib le ,
-  f u r t h e r ,  thoae p ro du c ts  w h ich  community 

neede moat,
-  and a l l  th a t  eo as n o t to  endanger bu t to  

promote fu tu re  p ro d u c tio n  and com p ly ing  w ith  
fu tu re  neede o f  s o c ie ty .

In  the  a c tu a l Byetem o f  economic management, 
th e  e n te rp r is e s  g e t d e ta i le d  p recep te  fo r  f u l f i l l i n g  
s e p a ra te ly  a l l  of these s ix  re q u ire m e n te . F u rth e rm ore .the y  
do n o t g e t p re ce p ts  f o r  theee b u t even to  the e x te n t 
w h ich  meana. w h ich  a c tu a l methods to  use in  o rd e r to  
f u l f i l  these re q u ire m e n ts . The w o rs t o f  i t ,  however, ie  
th a t  these d i f f e r e n t  p re cep ts  have n o t the same influence 
on p ro d u c t io n . "M ost im p o rta n t"  ie  the  f u l f i lm e n t  o f  index 
numbers connected w ith  the bonus. A l l  f u r t h e r  p re c e p te , 
o r  in d ic e s  seem lees  im p o rta n t in  the  eyee o f  economic 
le a d e rs . The paper enumerates numerous fa c ts  showing how 
e n te rp r is e s  n e g le c t tasks  o f  b a s ic  im portance in  o rd e r to  
f u l f i l  index numbers connected w i th  the  bonus.

The hereby developped " p r i o r i t y "  among the  
e n te rp r is e  ta sks  hae no r e a l  economic j u s t i f i c a t i o n .  In  
the whole o f  the  n a t io n a l economy no one o f  the  aboveeaid 
B ix  requ irem en te  muet be n e g le c te d  perm anently  fo r  the  
sake o f  o the re  because, sooner o r  la t e r ,  th e re  ie  a p r ic e  
to  be p a id  f o r  t h i s .  That happened in  more than  one sphere 
o f  H ungarian  in d u s t ry .

3 . The fe t le h  o f  the  " lo o  per c e n t"
Among economic lea de rs  an a t t i tu d e  has develcpped 

w h ich  a tta c h e s  e x t r a o r d in a r i ly  g re a t im portance to  the 
f u l f i lm e n t  o f  p lane in  every ine tance  to  a t  le a e t lo o  per 
c e n t.  They in  fa c t  "make a f e t i s h "  o f  the lo o  per c e n t.  
Thie a t t i t u d e  looks upon the f u l f i lm e n t  o f  p la n  to  lo o  per 
ce n t ae upon a node w ith  o b je c t iv e  s ig n if ic a n c e  l ik e  e .g . ,  
the  lo o  c e n tig ra d e s , the  b o i l in g  p o in t  o f  w a te r .

Th is a t t i t u d e  has no j u s t i f i c a t i o n  s ince  in  the 
e xa c t s e t t in g  o f  the  p la n  th e re  are a good d e a l o f  a r b i 
t r a r in e s s  and ca sua l e le m e n ts . The paper shows a t s e v e ra l 
occas ions th a t  p lans  can n o t be s e t w ith  f u l l  p re c is io n .

Th is  " f e t ls h ia a t io n "  is  accompanied by many 
k in d s  o f  h a rm fu l e f fe c te .  One o f  them ie the o fte n  quoted 
r i g i d i t y  o f  economy. A nother s p e c i f ic  e f f e c t  may be ca lled  
the  "psycho logy  o f  lo s t  hopes". When i t  seems hopeless to  
rea ch  lo o  p e r c e n t,  the  e n te rp r is e  does n o t t r y  as hard 
to  rea ch  a t le a s t  99 p e r cen t s in ce  i t  lo e t  anyway the 
bonus and the  m ora l a p p re c ia t io n .

4 . "S p e c u la tio n "  in  p lanned economy
The c h a p te r on p la n  index numbers hae ehown how 

the d i f f e r e n t  in d ic e s  may be inc reased  n o t o n ly  by measures 
w h ich  are u s e fu l to  n a t io n a l economy but a ls o  by r e s o r t in g
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to  e e v e ra l u n d e s ira b le  m ethods. Everywhere among the 
e n te rp r is e s  one may f in d  economic le a d e rs  who are veritable 
a r t i s t e  o f  t h is  p e c u lia r  " s p e c u la t io n  In  p lanned economy". 
They do n o t commit i l l e g a l  fra u d e  b u t s im p ly  make em art 
use economic c o n tra d ic t io n s  and e q u iv o c i t ie s  to  be found 
in  index numbers in f lu e n c in g  the  bonus.

5 . S tru g g le  about lo o s e n in g  and t ig h te n in g
the p la n .

E n te rp r is e  le a d e rs  a re  d i r e c t ly ,  p e rs o n a lly  
in te re s te d  in  g e t t in g  a looee p la n  s in c e  i t  is  e a s ie r  to  
o v e r f u l f i l  i t  and so they have an e a s ie r  way to  m a te r ia l 
and m o ra l r e c o g n it io n .  The lo o s e n in g  tre n d  by the 
e n te rp r is e s  produces i t s  re a c t io n  a t  the  s u p e r io r  
a u th o r i t ie s  w h ich  suppose anyway th a t  th e  co m p la in in g  
e n te rp r is e  wants an unreasonab ly  loose  p la n .  C onsequen tly , 
a v e r i ta b le  s tru g g le  is  g o in g  on between e n te rp r is e  and 
s u p e r io r  a u th o r i ty  upon the  s e t t in g  o f  p la n  f ig u r e s .

Improvement o f  economic r e s u lt s  ie  e x t ra 
o r d in a r i ly  de layed by a phenomenon w h ich  m igh t be c a lle d  
" p la n n in g - in  o f  r e s u l t s " .  Th is must be unders tood  as 
fo l lo w s :  the  le v e l  reached by the  e n te rp r is e  in  a g ive n  
p e r io d  by o v e r fu l f i lm e n t  o f  the  p la n , is  p re s c r ib e d  fo r  
the  e n te rp r is e  a lre a d y  in  th e  n e x t p e r io d  as a fa n n e d , 
as a com pulsory minimum. Thus, economic le a d e rs  see th a t  
t h e i r  e v e n tu a l e x tra o rd in a ry  e f f o r t e  f o r  w h ich  they go t 
in  a p e r io d  an e x t ra  bonus are re q u ire d  from  them a lre a d y  
f o r  the  n e x t p e r io d  " g r a t i s " .  The paper quotes e e v e ra l 
such exam ples. Por such reasons e n te rp r is e  le a d e rs  lite ra lly  
g e t f r ig h te n e d  i f  they  o v e r f u l f i l  t h e i r  p la n  to  a too  
g re a t an e x te n t and p re fe r  to  go s lo w .

6 . The p e r io d ic  in e q u a l i ty  o f  p ro d u c tio n
I n d u s t r ia l  p ro d u c t io n  goes on a t the  end o f  a 

month o r a q u a r te r  w i th  m u lt ip le  v ig o u r ,  b u t f a l l s  back 
b a d ly  a t the  b e g in n in g  o f  the  month o r o f  the  q u a r te r .T h is  
p e c u lia r  p e r io d ic i t y  o r f lu c tu a t io n  o f  p ro d u c tio n  is  re  -  
p e a te d ly  provoked by th e  fa c t  th a t  a l l  p la n n in g , re c k o n in g  
o f  r e s u lt s  and the  s u p p o r t in g  m a te r ia l  and m ora l in c e n tiv e *  
are b u i l t  on the  t j jn e - ta b le  o f  the  c a le n d a r . C onsequen tly , 
i t  is  n o t t ru e  th a t  t h is  'f lu c tu a t io n  may be stopped s im p ly  
by b e t te r  o rg a n is a t io n .

7 . C o n f l ic t  between " to d a y "  and "tom orrow "
The e n te rp r is e  must h e lp  i t s  fu tu re  developm ent 

by many measures / te c h n ic a l  deve lopm ent, p e r fe c t io n  o f  
p ro d u c ts , m aintenance and renew a l o f  m ach in e ry , t r a in in g  
o f  o p e ra to rs  e t c . / .  B e fo re  e n te rp r is e  lea de rs  the  same 
quandary emerges a ga in  and a g a in : shou ld  they n e g le c t 
fu tu re  developm ent o f  th e  e n te rp r is e  in  the  in te r e s t  o f  
f u l f i l l i n g  o r  o v e r f u l f i l l i n g  the  a c tu a l q u a r te r ly  p lan?
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Or shou ld  they r a th e r  g ive  up in te r e s ts  o f  the  a c tu a l p la n  
to  the  fu tu re ?  S ince a l l  m a te r ia l  and* m o ra l in c e n tiv e s  
are connected w ith  the  e x e c u tio n  o f  a c tu a l p la ns  and, on 
the  o th e r  s id e ,  economic le a d e rs  do n o t f e e l  p e c u lia r  
in d iv id u a l  losse s  when n e g le c t in g  the  fu tu re  -  the tasks  
s e rv in g  a c o n s ta n t developm ent are always pushed in to  the 
backg round .

IV .  RELATIONS BETWEEN THE ENTERPRISES > THE 
"BUYER" AND THE "SELLER" ENTERPRISE.

1 . R e la tio n e  between l i g h t  in d u s try  and home tra d e
When the  tra d e  is  s u p p lie d  w ith  ample and 

e e le c te d  s to cks  o f  goods th en  i t  can e x e r t  a c e r ta in  
"p re s s u re "  on in d u s try  f o r  the  m ee ting  o f  d i f f e r e n t  
re q u ire m e n ts  by the  consum ers. In  such a s i t u a t io n  the 
m ee ting  o f  s e v e ra l re q u ire m e n ts  o f  p rim a ry  im portance may 
be ensured a t the  e n te rp r is e  by in te r v e n t io n  o f  tra d e  
" fro m  be low " -  w ith o u t ,  however any s p e c ia l p re ce p t to  the 
e n te rp r is e  " fro m  above". The paper c i te s  examplee how 
inc rease  o f  tra d e  s tocke  in  c e r ta in  spheres had c o n tr ib u 
te d  to  improvement o f  q u a l i t y  and a sso rtm en t o f  the  goods.

I f ,  however, th e re  is  a s h o rta g e , i f  "hunger fo r  
goods" appears, th en  in d u s try  e a s i ly  may d is re g a rd  w ishes 
o f  the  tra d e  and consumers f in d  them selves in  a defence
le s s  p o s i t io n .  In  H ungarian  n a t io n a l economy th ie  s i t u 
a t io n  arose more then  once. Under such c ircum stances  i t  
was t r ie d  to  keep back e n te rp r is e s  from  c o n s id e r in g  on ly  
narrow  e n te rp r is e  in te r e s ts  by means o f  m in is t e r ia l  
p re cep ts  I so i t  was t r ie d  to  b r in g  them to  y ie ld  a g re a te r  
asso rtm en t o r to  improve the  q u a l i t y .  Thus, goods shortage  
g ive s  way to  o v e r - c e n t r a l iz a t io n .

In  the  l i g h t  in d u s t r y ,  g e n e ra lly  the I n d u s t r ia l  
Departm ent o f  the  M in is t r y  le v e le  the  c o rre s p o n d in g  
departm ent o f  the  M in is t r y  o f  Home T rade . Economic relations 
developped in  e f f e c t  n o t between in d u s t r ia l  and tra d e  
e n te rp r is e s  b u t between s u p e r io r  a u t hor i t  le  s . Th is  fa r  
re a c h in g  c e n t r a l iz a t io n  cTf a d m in is t r a t io n  a ls o  c o n tr ib u te s  
to  the  monotony and u n ifo rm is a t io n  o f  the  s e le c t io n  o f  
goods.

The paper examines fu r t h e r  the  system  o f  contracts 
and d iscusses a ls o  the  q u e s tio n  o f  p ro du ce r p r ic e s .

2 . Some q u e s tio n s  o f  m a te r ia l  management
In  the  la s t  years  the  l i g h t  in d u s try  re p e a te d ly  

expe rienced  shortage  o f  the  most im p o rta n t b a e lc  m a te r ia ls ,  
many s u b s id ia ry  m a te r ia le ,  fu e ls ,  power and d i f f e r e n t  semi
f in is h e d  p ro d u c ts . As da ta  g iv e n  in  the  paper show -  th e re  
is  a lm ost no m a te r ia l o f  w h ich  in  the  la e t  years s tocks  
woned have reached the  le v e l  f ix e d  by the  s ta n d a rd s .
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M a te r ia l  sh o rta g e  causes v e r j  heavy lo s s e s . I t  
p roduces s t a n d s t i l l s  in  the  c o n t in u i ty  o f  p ro d u c t io n . I t  
leads to  m a te r ia l  wastage s in c e  the  p la n t  is  fo rc e d  to  
use expens ive  m a te r ia ls  in s te a d  o f  cheaper ones. In  o th e r 
in s ta n ce s  i t  im p a irs  q u a l i t y .  The paper m entions many 
such ca se s . The m entioned e v i ls  a re  accompanied by an 
"u n e e iz a b le "  econom ic loess  i f  p ro c e s s in g  in d u s try  is  
w o rr ie d  by sh o rtag e s  i t  is  de fe nce less  a g a in s t the  
e n te rp r is e  by w h ich  i t  is  b e in g  s u p p lie d  and th u s , i t  can 
n o t r a is e  severe  re q u ire m e n ts .

In  econom ic l i f e ,  m a te r ia l  sho rtage  in e v i ta b ly  
s tre n g th e n s  th e  c e n t r a l iz a t io n  o f  management. Thie ie  tru e  
even f o r  c a p i t a l i s t i c  c o n d it io n s ,  though t h e i r  very existsice 
is  depending upon the  independence o f  the e n te rp r is e s  b e ing  
owned by e ç a ra te  businessmen o r c a p i t a l i s t  g ro up s . At the  
tim e  o f  v ig o ro u s  m i l i t a r i z a t i o n  and e s p e c ia l ly  in  w artim e  
o f  economy, however, when sh o rtag e  in  c e r ta in  m a te n ia ls  
grows perm anent, even here d i f f e r e n t  c e n t ra l iz e d  forme o f  
m a te r ia l  management a pp ea r. I t  ie  b u t lo g ic a l  th a t  in  a 
n a t io n a liz e d  in d u s t ry  w h ich  anyway ie  le d  c e n t r a l ly ,  mate
r i a l  sh o rta g e  ie  s t i l l  more accompanied by in c re a s in g  
c e n t r a l iz a t io n .

Thus a p e c u lia r  c o n t ra d ic to ry  s i t u a t io n  develops. 
On th e  one s id e ,  m a te r ia l eho rtage  is  one o f  the  fa c to rs  
w h ich  fo rc e  s u p e r io r  a u th o r i t ie s  to  p la n  ve ry  m in u te ly .
On th e  o th e r  s id e ,  e x a c t ly  the  fre q u e n t shocks o f  m a te r ia l 
s u p p lie s  make i t  im p o s s ib le  to  comply w ith  a l l  d e ta i ls  o f  
these  ve ry  m inu te  p la n e .

3 . On the  r ig h t  p ro p o r t io n s  o f  p ro d u c tio n  
and consum ption

Trade com p la ins  about to o  s m a ll s to cks  o f  some 
consum er’ s goods. In d u e try  o f te n  m entions the  la c k  o f  due 
re s e rv e s  in  b a s ic  m a te r ia ls  and s e m i-p ro d u c ts . The p o in t  
ie  th a t  th e re  is  a c o h e re n t, o v e r a l l  problem« th a t  o f  r e 
la t io n e  and p ro p o r t io n s  between p ro d u c tio n  and consum ption 
/co n su m p tio n  to  be u nde rs tood  as p e re o n a l and p ro d u c tiv e  
consum ption  to g e th e r / .

Economic p o l ic y  in  Hungary -  above e l im in a t in g  
la rg e e c a le  o v e rp ro d u c t io n  w h ich  leads to  c r is e s  -  c re a te d  
r a th e r  o f te n  and on a r a th e r  w ide range a s i t u a t io n  to  be 
c h a ra c te r iz e d  as "u n d e rp ro d u c tio n ” . I t  is  n o t th a t  n a t io n a l 
economy produces le ss  th a n  the  a b s o lu te  demand o f  s o c ie ty  
-  th ie  is  n a tu r a l .  B u t a r e la t iv e  shortage  does e x is t .O n  
the  one hand, th e re  is  a sh o rtag e  in  c e r ta in  means o f  
p ro d u c t io n , above a l l  b a s ic  m a te r ia ls  and se m ip ro d u c ts , in  
r e la t io n  to  c a p a c ity  and p lanned  tasks  o f  the  p ro c e s s in g  
p la n ts .  On the  o th e r  hand, th e re  ie eometimee a sho rtage  
in  consum er’ s goods in  r e la t io n  to  demand. Yet the  advisable 
p ro p o r t io n  w ou ld  be a c e r ta in  r e la t iv e  o v e r-p ro d u c tio n  -  
on n o t to o  g re a t a Beale b u t g e n e ra l and permanent k in d .
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What le  th e  cause o f  th e  s h o rta g e ?  P a r t i }  i t  ie  
a d is a g re e a b le  b u t n e c e e e a r j c o n c o m ita n t symptom o f  q u ic k  
d e v e lo p m e n t. B u t th e  e v i l s  a c c o m p a n jin g  the  q u ic k  deve lop 
ment o f  p ro d u c t iv e  fo rc e s  have been deepened and sharpened 
b } d i f f e r e n t  m ie ta k e e .

The m ost im p o r ta n t o f  th e s e  a re  th e  heavy fa u lts  
in  th e  p o l ic y  o f  i n d u s t r i a l i z a t i o n .  T h e ir  e f f e c t  was f e l t  
in  m a t e r ia l  s u p p ly  in  tw o d i f f e r e n t  w ays . The f i r s t  o f  
theees  w h ile  n a t io n a l  economy t r i e d  to  r e a l iz e  th e  
o v e rs t ra in e d  and p a r t l y  m is ta k e n  p la n s ,  numerous b a s ic  
ta s k s  were n e c e s s a r i ly  n e g le c te d .  Such ta s k s  puehed in to  
th e  b a ckg round  were -  b e s id e  a s y s te m a t ic  r a i s in g  o f  th e  
l i v i n g  s ta n d a rd , c o n tin u o u s  t e c h n ic a l  re n e w a l o f  machinery 
e t c .  -  a ls o  th e  perm anent re p le n is h m e n t o f  m a t e r ia l  stocks 
and t h e i r  c o rre s p o n d in g  in c re a s e .

F u r th e r  m ore , th e  f a u l t s  in  i n d u s t r i a l i z a t i o n  
appeared  l ik e w ie e  to  th e  e f f e c t  t h a t  d i f f e r e n t  in d u s t r ie s  
d id  n o t d e v e lo p  in  sound p r o p o r t io n s .  P ro p o r t io n a te  
deve lopm en t w ou ld  r e q u ir e  th a t  e n te r p r is e s  s u p p ly  in g  some 
m a t e r ia l  / e . g .  th e  le a th e r  i n d u s t r y /  in c re a s e d  t h e i r  
c a p a c ity  to  a h ig h e r  degree  th a n  th e  m a t e r ia l  demand o f  
th e  in d u s t r y  p ro ce ss  in g  th e  same m a t e r ia l  / e . g , ,  th e  shoe 
in d u s t r y / .  B e s id e  m a t e r la l  re s e rv e s  th e re  ehou ldbe  adequate 
c a p a c ity  r e e e rv e s .  Y e t, o f  many f i e l d s  o f  H u n g a r ia n  
indue  t r y , r a t h e r  th e  c o n tr a r y  ie  c h a r a c t e r i s t i c .  The 
m achine in d u s t ry  in c re a e e d  q u ic k e r  th a n  s t e e l  and i r o n  
s u p p l ie s !  th e  w ho le  in d u s t r y  grew  q u ic k e r  th a n  power 
p r o d u c t io n ,  e t c .

A l l  t h i s  ehowe a b a s ic  in s u f f i c ie n c y  o f  e c o n w  
rale p la n n in g  d u r in g  th e  la s t  p e r io d .  The ta s k  o f  p la n n in g  
is  to  e s ta b l is h  th e  m ain  p r o p o r t io n s  o f  n a t io n a l  eoonomy 
a c c o rd in g  to  th e  s o c ia l  i n t e r e s t .  Y e t in  th e  H u n g a r ia n  
p r a c t ic e  p la n n in g  a t  la rg e  -  w h ile  abso rbed  i n  a thousand  
p e t t y  p rob lèm e -  f a i l e d  to  e n s u re  th e  s e t t in g  up o f  th e  
m a in  p r o p o r t io n s .

The pa p e r f u r t h e r  a n a lye e e  o th e r  causes o f  
a p p a re n t d e fe c ts !  th e  la g  o f  a g r i c u l t u r e ,  p rob lem s o f  
fo r e ig n  t r a d e ,  e t c .  One so u rce  o f  m a t e r ia l  s h o rta g e  ie  
th a t  even a v a i la b le  m a t e r ia l  ie  n o t  used e c o n o m ic a lly  
enough . Econom ic m echanism la c k s  th e  n e ce ssa ry  in c e n t iv e s  
f o r  s a v in g  and, w hat ie  m ore , some o f  i t s  e le m e n ts , in  
f a c t ,  in d u ce  to  w a s t in g .

T h e r e a f te r ,  th e  p a p e r in v e s t ig a te s  th e  d is p r o 
p o r t io n s  be tw een th e  p ro d u c t io n  o f  co nsum er’ s goods and 
p e rs o n a l c o n s u m p tio n . T h e n . i t  s ta te s  as a summary! th e  
phenomena o f  in s u f f i c ie n c y  may be e x p la in e d  p a r t l y  by an 
e rro n e o n e  econom ic p o l i c y , p a r t l y  by n e g a t iv e  fe a tu re s  o f  
th e  econom ic m echanism . These tw o  causes o r  Eourcee o f  
in d u f f i c ie n c le e  ca n n o t be r i g i d l y  s e p a ra te d . They a re  
d e e p ly  in te rc o n n e c te d  and t h i s  f a c t  c o u ld  be c h s ra c te re z e d  
-  th o u g h  in  a g r e a t ly  s im p l i f i e d  manner -  as f o l lo w s :  The 
more th e  e x t r a o r d in a r y  q u ic k  pace o f  i n d u s t r i a l i z a t i o n  ie
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p re ssed , an in c re a s in g  degree o f  c e n t r a l iz a t io n  is  
rende red  the  more in e v i ta b le .  I f ,  however, the  pace is  
more d e l ib e ra te  and e te a d y , an economic mechanism may 
deve lop  in  w h ich  e n te rp r is e s  may be much more independent 
and d ir e c t  r e la t io n e  between e n te rp r is e s  may p la y  a 
g re a te r  p a r t .

4 . A "m ode l" o f  economic mechanism
The paper a tte m p ts  to  o u t l in e  the  "m ode l" o f  

a c tu a l economic mechanism.
The s t a r t in g  p o in t  is  the  e n te rp r is e  w h ich  ie 

the  b a s ic  u n i t  o f  enonemy. E f fe c ts  re a ch  th e  e n te rp r is e  
from  two "p la n e s " .  One "p la n e "  is  h o r iz o n ta l , the  productive 
e n te rp r is e  ie  in  tra d e  r e la t io n s  w ith  o th e r  e n te rp r is e s .
On th e  one hand, i t  re c e iv e s  from  them m a te r ia l ,  power, 
m ach in e ry , t o o ls ,  e t c . ,  on the  o th e r  hand, i t  d e liv e rs  
i t s  own p ro d u c ts  to  them . E n te rp r is e s  appear on e qu a l 
fo o t in g .

The o th e r  "p la n e "  ie  v e r t i c a l ;  s u p e r io r  
a d m in is t r a t iv e  bod ies in f lu e n c e  the  e n te rp r is e .  The r e la 
t io n s h ip  is  one o f  s u b o rd in a t io n .

A c tu a lly  the  p re s e n t economic mechaniem may be 
c h a ra c te rs  ize d  by the  f a c t  th a t  " h o r iz o n ta l"  r e la t io n s  
have an e x t r a o r d in a r i ly  s l i g h t  in f lu e n c e  on e n te rp r is e  
a c t i v i t y .  W hat, f o r  whom, a t  what p r ic e  th e  e n te rp r is e  
p roduces, how many means o f  p ro d u c t io n  from  whom, a t what 
p r ic e  i t  buys -  a l l  t h is  is  c h ie f ly  decided by i t s  
s u p e r io rs .

The paper ske tchee  v e r t i c a l  r e la t io n s .  The 
s u p e r io r  a u th o r i ty  in f lu e n c e s  e n te rp r is e  a c t i v i t y  by 
s e v e ra l " le v e r s " .  Most im p o rta n t o f  these a re ;

-  O p e ra tiv e  c e n t r a l  management o f  a c tu a l p ro d u c t
io n  / t h i s  was the  m ain to p ic  o f  thé  f i r s t  two c h a p te rs / .
The m in is t r ie s  and in d u s t r ia l  departm ents p e rfo rm  in  th is  
re s p e c t the  p a r t  o f  some n a t io n a l "d is p a tc h e r  b u re a u ".

- C o n t ro l  o f  in v e s tm e n ts .
- F in a n c ia l  and c r e d i t  system .
-P r ic e  system .
- M a te r ia l  and te c h n ic a l  supp ly  eyetem.
-S ta te  c o n t r o l  o f  fo re ig n  t ra d e .
- C o n t ro l  o f  wage funds and p e rso n n e l s t re n g th .
-C e n t ra l  appo in tm en t o f  le a d in g  o f f i c i a l s .
S p e c ia l in f lu e n c e  on the  e n te rp r is e  has the 

f i r s t  le v e r  -  the  o p e ra t iv e  c e n t r a l  management o f  a c tu a l 
p ro d u c t io n . T h is  is  the  " p r in c ip a l  a x ie "  co n n e c tin g  the 
c e n te r  and th e  e n te rp r is e .  E x t r a o r d in a r i ly  g re a t e f fe c t  
have a ls o  the  c e n t r a l  systems o f  m a te r ia l and te c h n ic a l 
s u p p ly , the  c o n t r o l  o f  wage funds and p e rso n n e l e tre u g th .
On the  o th e r  hand, the  le v e rs  by meane o f  w h ich  the  c e n te r 
co u ld  in d i r e c t ly  manage p ro d u c tio n  / e . g . ,  f in a n c ia l  and 
c r e d i t  system  o r the  p r ic e  s y s te m /, nowadaye make b u t ve
ry  s l i g h t  such e f f e c t s .
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Y. OVER-CENTRALIZATION AS A SOGI AL-POLITICAL 
PROBLEK.

So fa r  th e , economic aepecte o f  o v e r - c e n t r a l i 
z a t io n  were in v e s t ig a te d .  Y e t, in  f a c t ,  we meet here a 
phenomenon w h ich  is  g re a t ly  depending on p o l i t  le a l  
guidance and, w i th  d i f f e r e n t  problem s o f  whole o f  s o c ia l  
l i f e .  O v e r - c e n tr a l iz a t io n  has c h ie f ly  p o l i t i c a l  causée.

The paper m entions in  s h o r t  a few s o c ia l  c o r
r e la t io n s  and p o in ts  to  some th e o r e t ic a l ,  p r in c ip ia l  
issues o f  o v e r - c e n t r a l iz a t io n .

Such a p o in t  is s  the  th e o r e t ic a l  eourcee o f  the 
superabundance o f  p re c e p ts . A sentence to rn  from  a speech 
o f  S ta l in e  run n in gs  "Our p lans  are  n e ith e r  p lan -p rophes ies, 
nore p languesses, b u t p la n -p re c e p ts " ,  has become a dogma 
in  l i t e r a t u r e  about p la n n in g . A lth o u g h  th is  sentence 
appears as a s im p l i f y in g ,  one-s ided and ju s t  th e re fo re  a 
m is le a d in g  one. T h is  fo rm u la  p ro v id e d  " id e o lo g y "  f o r  the 
p ra c t ic e  o f  management, th a t  wae eager to  b u i ld  everyth ing 
on p re c e p ts . The essence o f  s o c ia l i s t i c  p la n n in g  envisages 
the  developm ent o f  the  main p ro p o r t io n s  o f  n a t io n a l 
economy r e ly in g  on an o w e ra ll p la n , fo r  the  b e n e f i t  o f  
the  whole e o c ie ty  and in  the  in te re e t o f  s o c ia l is t  develop
m ent. The p re c e p t is  b u t one in d is p e n s a b le  in s tru m e n t o f  
a cco m p lish in g  th is  ta s k .  However i t  is  p o s s ib le  and a ls o  
necessary to  employ o th e r  in s tru m e n ts  b e s id e s . The re fo re  
i t  ie  t h e o r e t ic a l ly  e rroneous and p r a c t ic a l ly  dangerous 
to  p ro c la im  the  p re cep ts  to  be a panacea and the  unique 
in s tru m e n t, i t  appears none the  less  obje c t io n a o ie  to  
id e n t i f y  s o c ia l is t  p la n n in g  w ith  management by p re c e p ts .

In  a ch a p te r o f  the paper e n t i t le d  "Pear from  
a l l  s p o n ta n e ity "  a po lem ic  is  c a r r ie d  on w ith  a th e s is  o f  
the  "Textbook on p o l i t i c a l  economy" and th e o r e t ic a l  p ro 
blems o f  s p o n ta n e ity  are d is c u s s e d .

A no the r c h a p te r dea ls  w i th  one o f  the  moet 
im p o rta n t s o c ia l  coneequenoes 'o f  o v e r - c e n t r a l iz a t io n ,  i . e .  
the  untoward g ro w th  in  the a d m in is t r a t iv e  p e rs o n n e l o f  
economic management. The paper c o n ta in s  some da ta  on th is  
to p ic .

M is t ru s t  o f  economic le a d e rs , and shop democracy 
a re  then  d iscu sse d . I t  is  s ta te d  th a t  c o n t r o l  o f  the 
e n te rp r is e  by the  w orkers wae in  the  p as t years  r a th e r  o f  
a fo rm a l k in d .

VI.EFFORTS TO FACILITATE THE LEVELOPMENT OP LOCAL 
IN IT IA T IVE  AND OF ENTERPRISE INDEPENDENCE■

The d i f f e r e n t  phenomena o f  o v e r - c e n t ra l iz a t io n  
e x is t  in  no way in c id e n ta l ly  bes ide  each o th e r ,  they are 
f a r  from  independent from  each o th e r .  O v e r - c e n tra l iz a t io n  
le  a cohe ren t and u n ifo rm  mechanism th a t  is  c h a ra c te r iz e d  
öy i t s  own In n e r lo g ic ,' by a number o f  p a r t ic u la r  
tendenc ies  by what" may be c a lle d  " r e g u la r i t ie s " .
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In  v iew  o f  the  In n e r c o n tra d ic t io n s  o f  th is  
mechanism, permanent e f f o r t s  are b e in g  made to  improve 
the  mechanism, to  vender i t  more h a rm o n iz ing  w ith  
economy. Two tre n d s  may be d is c e rn e d . The one w ishes to  
overcome th e  in n e r  c o n t ra d ic t io n s  by enhancing  c e n t r a l i 
z a t io n  i t s e l f  and s t i l l  fu r t h e r in g  the  p a r t  and range o f  
p re c e p ts .

The o th e r  t r e n d  w ish e s  to  f i g h t  c o n t r a d ic t M l io n s  
by m easures a g a in s t  excesses  o f  c e n t r a l i z a t i o n  and 
s t r u g g le s  f o r  g r e a te r  independence  o f  th e  e n te r p r is e s .

The paper p re se n ts  an a n a ly s is  o f  the  reaeone 
fo r  w h ich  measures fo r  re d u c t io n  o f  o v a r - c e n t r a l iz a t io n  
had borne no r e a l  f r u i t s .  A p o lem ic  is  s ta r te d  then  w ith  
n o tio n s  w h ic h , in  the  a u th o r ’ s o p in io n , had sought so
lu t io n s  o f  the  p rob lem  by p u rs u in g  wrong ways.

F in a l ly ,  i t  dea ls  b r i e f l y  w ith  re fo rm  suggestions 
p repa red  by s ta te  a u th o r i t ie s  a t  the  tim e  the  paper go t 
i t s  d e f in i t iv e  t e x t ,  i . e .  in  the  Autumn 1956. I t  is  shown 
how, w h ile  p re p a r in g  these  s u g g e s tio n s , the  economic 
le a d e rs  became In c re a s in g ly  conv inced  o f  the  p o in ts  o f  
v iew  emphasized th ro u g h o u t t h is  papers th a t  m in o r .g ra d u a l 
changes Independent from  each o th e r ,  can bear no p ro pe r 
f r u i t s . A u n ifo rm  and o v e r a l l  re fo rm  is  v i t a l .
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